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Tips and Techniques for Integrating
CPA Practices
more groups who are merging. This can be
ore and more, CPAs move
compared to an acquisition, which by definition
between firms, making it helpful
means that one firm acquires the practice of one
to focus on how to successfully
or more new practitioners, who will generally
integrate new individuals into a
be expected
practice setting. In many instances, a number
of to conform to the operational proto
cols and practice standards of the acquiring
factors can easily be identified and addressed in
firm. The implications of this realization can be
advance to assist everyone involved in evaluat
the first obstacle that must be
ing the likelihood of how well
By Ronald L. Seigneur, MBA
overcome before proceeding.
the newly configured practice
CVA, CPA/ABV
The task is to ensure that the
will function. Tools and tech
practitioners subject to the acquisition are folly
niques are available to assist in integrating
aware of what will be expected of them within
practitioners into an established firm and
the acquiring firm and to confirm that each
specific practice units in the firm.
individual is willing to adapt to potentially
Before exploring some aspects of a successful
significant changes in many of the fundamental
integration, it is worthwhile to explore the
aspects of how they practice. In many instances,
different ways in which CPAs may come
this may require a significant commitment to
together to form a new enterprise. The first
accept change from long established habits
order of business, if multiple practitioners are
and methods.
involved, is to determine whether the integra
Many practitioners, as well as those involved
tion is a merger or an acquisition. Simply put, a
in firm management, are familiar with instances
merger is at play if the practitioners are coming
in which “things did not go well” from the outset
together more or less as equals to form a new
for individual practitioners and groups of practi
enterprise. In some instances, one might hear
tioners who combined practices. These practition
the term merger of equals, meaning the new
ers combined their practices, only to recognize
enterprise is a group of practitioners who recog
afterward that certain material issues should have
nize that none of the prior firms will take the
been explored and resolved beforehand. The
overall lead going forward. Instead, the goal of
obvious lesson is to undertake the necessary due
the combining firms should be to utilize the best
diligence well in advance of structuring the final
practices of each firm to build the best model for
terms of the relationship, a process that often
the combined enterprise to proceed forward.
entails significant commitment by those
In other situations, the newly merged
involved, including economic risks, such as lease
enterprise may take on many of the operating
hold and other financial obligations.
characteristics of the strongest of the two or

M

Consolidation benefits
To minimize the risks associated with ill-conceived com
binations, steps can be taken to properly evaluate the fit
between the practitioners in order to identify issues of
concern and potential areas of incompatibility. The first
step is to evaluate the reasons for the association. Possible
reasons are discussed in the sections that follow.
Enhanced client service. Often, practitioners find they
can enhance the services they provide to clients by align
ing with others. The reasons why this makes sense can
vary greatly based on the services offered and the clients
being served. A practitioner who serves the needs of a
corporate client on transactional needs can enhance his or
her relationship with the client by being responsive to
other needs of the client. A financial planner, for exam
ple, may be able to better leverage his or her practice
through an association with practitioners who specialize
in tax, eldercare services, and the like.
Improved access to and utilization of resources. For
similar reasons, practitioners can also realize
benefits by sharing the burden of the ever-increasing
costs of a practice, ranging from the costs associated
with library and research needs to personnel-related
costs. Enhanced physical resources, such as access to a
top-notch computer network, photocopiers, and tele
phone system, can be attractive for the smaller firm or
sole practitioner.
Retirement, vacation, and disability planning.

Practitioners in smaller or sole practices often find it
quite difficult to schedule significant blocks of time
away from the practice without risking the disruption
of key client relationships. Practicing within a larger
enterprise provides access to coverage not only for
planned absences, but also as a contingency for illness
and disability. Practitioners within larger firms also
have a larger set of options that facilitate an orderly
retirement. Aligning with other practitioners can assist
in realizing value from the transfer of the practice.
Culture and collegiality. Some individuals benefit
substantially from working in an enterprise that offers
collegiality and a social climate for meaningful, ongo
ing interactions with others. The ability to have profes
sional dialogue can also be extremely helpful in
situations in which a novel concept or challenging
issue can be easily explored with one or more peers.

Assessing associated risks
Once the preceding aspects have been checked our
it is critical to also explore additional issues that c
significantly impair or derail a combination of
practices: These issues include those addressed in the
following subsections.
Conflicts of interest. Current and potential future
conflicts must be thoroughly evaluated to avoid the
obvious problems that they can cause. This evaluation
should include an exploration of past relationships
as well as potential future opportunities that may
be affected.
Governance and leadership. An understanding of
how decisions—large and small—will be made must
be clarified and embraced by all whose compliance will
be required. For many seasoned practitioners, experi
ence has engendered strong feelings about how they are
willing to be managed and led. Imposing a radically
different management framework on such individuals
can create significant tension.
Style andphilosophy ofpractice. Individuals may have
widely varying methods and approaches to providing
client services and managing a practice. Expectations
concerning work ethic and reliance on technology are
examples of the areas in which significant differences
may exist. Other key differences may arise as to how
well people delegate and market the practice.
Economics. Expectations about how operati
expense burdens and related profits will be shared
differ greatly between practitioners. Ensuring a full
and complete understanding of the methods used to
determine ownership and compensation shares is
paramount to the successful consolidation of practices.
Personality traits. It is not unusual to have all attrib
utes properly aligned, only to have tensions arise over
fundamental differences in the ideologies and
personalities of individual practitioners. These obstacles
can involve spouses and significant others, differences in
religion or political affiliation, or a myriad of other
subjective preferences and personal characteristics.
Assuming that all the previously discussed issues
are adequately explored and resolved to the satisfaction
of all affected parties, the next step is to arrange an
opportunity for the practitioners to articulate and
document their commitments to each other and the
new entity. This explicit step ensures that everyone is
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Weight

Exhibit A
Become larger.

Individual goals
Listed below are some personal and professional objectives.
By allocating percentage points to each item, with a total of
100 percentage points, indicate which items will be most

Remain the same size.

Become more profitable.

important to you over the next five years:
Weight

Get larger clients.

Improve the quality of our work.

Have more prominent clients.

Get more clients.

Become more responsive to clients.

Get more intellectually satisfying work.

Develop better referral sources.

Work fewer hours.

Get more stimulating work.

Make more money.

Work better together as a team.

Work in different accounting or consulting specialties.

Provide a broader range of services.

Take on more firm management responsibilities.

Other:________________________________________________

100%

Total

Get more involved in training less experienced staff.
5. firm economics

Achieve higher profile in the firm.

Indicate, as a percentage of the total of 100%, which of the

Other:________________________________________________

Other:________________________________________________
Total

100%

2 How would you like to spend your time?

Having thought about the activities listed in item 1 above,
name one which you would like to do more of, and one

which you would like to do less of.
Do more

Do less

3. Firm size
In terms of the quality of your professional life—leaving

aside what you expect and forgetting what might be most
profitable for the firm—how many professionals would you
like the combined firm to have in five years?

following possible actions you would take to improve the

firm's economics:
Weight

Raise hourly rates.

Develop alternative pricing/fee structures.

Increase billable hours for shareholders.

Increase billable hours for associates.

Drop unprofitable clients.

Diversify into new practice areas.

Reduce overall dependency on major clients.

Improve firm leadership.

Improve firm management and administrative processes.
4. Basic firm goals

Indicate, as a percentage of the total of 100%, which of the
following general goals the firm should be targeting:

Adopt better workflows (e.g., paperless office).

Reduce overhead.
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Continuedfrom previous page

on the same page concerning the responsibilities of
each party and the accountability that is required to
optimize the chance of success. This arrangement
should be detailed, specific, and in final form before
any financial commitments are made.

Improve billings and collections performance.

Reduce writeoffs.

Increase leverage.

An assessment tool
Reduce nonbillable activities.

Reduce professional costs.

Other:
Other:
Total

100%

6. Perception and critique of compensation system
Among the following performance criteria that might be

used in evaluating performance, indicate what percentage
out of a total of 100% that represents the weight you think

each criterion should have:

Weight
Billable hours

New business development

Client management responsibility

Firm management contributions

The questions outlined in Exhibit A in the accompa
nying sidebar can be used as a basis for evaluating the
commonality and differences between practitioners
who are considering an association of practices.
Obviously, these questions can be tailored to fit spe
cific situations in terms of the focus required to iden
tify issues warranting further discussion as well as
areas of strong consensus. The objective of such a
tool is to enable each individual to provide candid
input in advance of the decisions required to imple
ment an arrangement that will require significant
financial and emotional commitments.
Clearly, the integration of firms and practice units
can take many different forms. This article is
intended to provide some basic guidance on the
attributes that can be considered in many of the vari
ous scenarios that will be encountered. Retaining
outside expertise can immeasurably facilitate the
process. An independent, objective voice at the table
can more easily challenge everyone involved to look
beyond the numbers and delve into the key issues
that often interfere with successful combinations.
Ronald L. Seigneur, MBA, CVA, CPA/ABV, is a partner in
Seigneur Gustafson Knight LLP, Lakewood, CO. He specializes in

Effectiveness in financial management (timeliness in billings

consulting with professional services firms on practice management

and collections, cost control, fee adjustments)

issues including firms in transition. He can be contacted at

ron@cpavalue.com and303-980-1111.

Development of professional staff

Quality of work

Participation in outside activities

FYI

Past contributions to the firm (seniority)

PCPS, the AICPA alliance of the CPA firms, rep
Other:_______________________________________________

resents more than 6,000 local and regional CPA

Other:_______________________________________________

firms. The goal of PCPS is to provide member

Total:

firms with up-to-date information, advocacy,

100%

and solutions to challenges facing their firms
and the profession. Please call 1-800-CPA-FIRM
for more information.
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For Some Firms,
Flexible Work
Arrangements
Mean Good
Business
rom September through mid-January, Janet
Gage, a tax director for RSM McGladrey, is
home on time to greet her teenaged children
as they come home from school. It’s not hard
to do; she simply limits her work week to 35
During the next several months—tax season—her
work week expands to 50 or 55 hours. But when
summer comes, Gage kicks back. Mondays through
Thursdays, she arrives at the office by 7:00 or 7:30
A.M. and heads home again by 2 in the afternoon.
Her three-day weekends begin on Friday. It’s a
schedule that suits Gage’s needs perfectly, but it’s
nothing special at McGladrey, a CPA, tax, and
business consulting firm where flexibility is viewed
as beneficial to all.
“I think of flexible work options as win-win-win,”
says Jim Kadevy, the partner in charge of the firm’s
Central Plains Economic Unit, where Gage works.
“They’re good for the individuals involved, they’re
good for our business, and they’re good for clients.”
Most of us can probably understand the benefit to
employees, but to business? To clients? “We work too
hard to attract and develop talent to wind up not being
able to also retain them,” explains Kadevy, who says he
has “definitely” seen an increase in retention since for
mal flexible work options were introduced at the firm.
“Allowing flexible work options enables us to build a
static pipeline of talent that is essential for the growth
of our business.” And, by avoiding the turnover so
common in firms, McGladrey’s clients reap the benefit
of a better trained and more experienced staff.
In fact, a growing body of research indicates that
retention is only one of the benefits of flexible work
arrangements. For example, a recent study by WFD
Consulting found a connection between workplace
flexibility and not only reduced turnover but also
increased revenues, faster cycle times, better client serv
ice, stronger employee commitment, and reduced stress.
Paul Rupert, president of the flexibility consulting
group Rupert & Company, has his own theory about
why flexibility can have such a positive impact on
business.
“Once you’re in the business of negotiating a flexible
work arrangement,” explains Rupert, “you have to
rethink every aspect of how your work gets done. And

F

for most of us, there is almost no aspect that doesn’t
deserve to be rethought. It forces you to take out the
useless, redundant work.”
RSM McGladrey permits employees and their
managers to negotiate any of six different kinds of
formal flexible work options, namely, flextime,
compressed work weeks, reduced work schedules, job
sharing, telecommuting and—most recently—flexible
career. This last program, just being rolled out, allows
eligible employees to leave the firm for up to five years
and then return to a comparable position. Participants
have to agree to stay connected to the firm and to the
field; McGladrey provides them with the resources and
training to do so.

Some jobs are more flexible than others
hours.
Kadevy stresses that flexible work options aren’t for
everyone, and—while open to everyone in the firm,
regardless of position—they aren’t suitable for every
job. That’s why employees and managers at the firm
who are interested in pursuing flexible work options
must go through a formal education and application
process. For this, they turn to a bundle of online flexi
bility guidelines and training tools, designed and cus
tomized by Rupert & Company. Here, employees and
managers can learn about flexible work options gener
ally, engage in exercises to assess their own readiness to
take on—or manage—an option, and refer to checklists
and forms for making and
evaluating a flexible work
Now AICPA members can purchase
proposal.
At Plante & Moran, a
access to Rupert & Company's
public accounting and
online flexibility guidelines and training
management consulting
tools for use by your organization or firm
firm, employees wanting
for a discounted price. To see a sample of
to work flexibly must also
the site, visit www.CPA2biz.com/
go through a rigorous
flexwise. For more information, contact
application process. The
educat@aicpa.org.
firm offers a number of
options, including parttime work, “tailored work
arrangements”—which can mean anything from com
pressed work weeks to seasonal work hours—and
telecommuting. Just as at McGladrey, everyone is eligi
ble to apply, but those who are granted their request are
top performers who have demonstrated that the plan
will work for their job.
“We consider these arrangements to be ‘privileged
work agreements,”’ explains Plante & Moran Partner
and HR Director Bill Bufe. “They have to work for
both the staff member and the firm.” For this reason,
employees’ applications must be approved by
their supervisor, the area’s managing partner, and the
HR director.
Why bother? Like Kadevy, Bufe believes that allow
ing flexible ways of working is just plain good business.
continued on next page
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“Part of good talent management is to create pro
grams that can retain the talent for the long run,” he
says, pointing out that Plante and Moran’s reputa
tion for having a unique culture, including being
open to flexible work arrangements, is one way the
firm both attracts and retains workers.

The Pension
Protection Act
of 2006

Never forget the needs of the business

f course, you know that the President signed
the Pension Protection Act of 2006. The Act
strengthens traditional pension plans and
includes provisions that affect retirement sav
ings plans (for example, 401(k) plans and indivi
retirement accounts), and Section 529 college savings and
prepaid tuition plans, and other areas of tax law.
A good summary of the various areas the law covers is
available at http://www.deloitte.com/dtt/cda/doc/con
tent/us_gre_securingretirement_030806.pdf

Experts agree that understanding the business case for
flexibility is not just a reason for implementing it, but
a crucial element in implementing it successfully.
“You need to be sure you are creating a businessbeneficial arrangement, rather than a one-sided
accommodation,” explains Rupert.
A good way to do that is to require employees to
make the business case. Bufe advises companies just
looking into flexibility to encourage managers to be
open to all requests, allowing employees to put
together a plan that takes into account the business
side of the equation.
“Sometimes they’ll sit down to write a plan and
come back to you and say, ‘I’ve realized it won’t
work for the business.’ Sometimes they’ll come up
with a plan to make it work that might not have
occurred to you.”
Kadevy, who says his firm’s adoption of Rupert &
Company’s online flexibility guidelines and training
tools has had a tremendously positive impact on the
business, agrees. “Originally, we thought we always
had to accommodate employees’ personal situa
tions,” he explains. “Over the last couple of years,
the expectation has changed. The flexible work
arrangement needs to satisfy the user but it’s also fair
game to make sure it has a positive or at least a neu
tral effect on the business. That’s made all the differ
ence—employees are much more invested in
making the arrangements work.”
That can certainly be said of Janet Gage. When
not in the office, the McGladrey veteran of twentytwo years checks her voice mail regularly, makes
herself available via cell phone to certain key clients,
and is no stranger to conference calls taken
from home.
“I make it work,” she says, of her customized
schedule, adding, “I’ve never had a client complain.”

O

Valuations supporting charitable deductions
Sec. 6695A. Substantial and Gross Valuation Misstatements
Attributable to Incorrect Appraisals is of importance to prac
titioners who perform valuations to support charitable
deductions. It covers the imposition of penalties, the
amount of penalties, and exceptions related to valuation
misstatement, and defines qualified appraisers and qual
ified appraisals.
The definitions apply only to valuations used
support charitable deductions. These definitions do not
appear in the law for estate and gift taxes. Current tax
law doesn’t require that a valuation report performed by
an appraiser be attached to an estate- or gift-tax return.
Sec.6659A can be located by accessing
http://thomas.loc.gov.

Exposure Draft on Independence
Interpretations
On September 8,2005, the Professional Ethics Executive
Committee (PEEC) issued an omnibus exposure draft that

proposes one new and one revised Interpretation under

Rule 101, Independence (AICPA, Professional Standards,

vol. 2, ET sec. 101.01).
This exposure draft responds to comments about an earlier
exposure draft issued September 15,2005. The earlier
exposure draft contained proposed guidance regarding
independence and the use of indemnification and limitation

of liability provisions and the performance of forensic
accounting services.
Comments on the exposure draft will be accepted

through November 8, 2006, and should be sent to Usa A.

Snyder—Professional Ethics Division at lsnyder@aicpa.org

To download the exposure draft, go to http://aicpa.org/
members/div/ethics/2006_09_omnibus_ED.htm.
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Update
his month we feature
new, free PCPS prac
tice management tools
as well as the return
of some popular
resources. They are all specially
designed to help PCPS mem
bers achieve greater success.
Together, these benefits make it
possible for firms to accomplish
goals such as enhancing reten
tion, improving on busy season
practices, and gaining insights
into how other firms are doing.

T

Value Pricing at the
November PCPS
Practice Management
Forum
ark your calendar
now
for
the
next PCPS Practice
Management
Forum, “Pricing
—Implementing Value Pricing
in Your Firm,” presented by Ron
Baker, best-selling author of
Professional’s Guide to Value Pricing,
The Firm of the Future, Pricing on
Purpose, and Measure What Matters
to Customers, on November 14,
2006, from 2:00 to 3:30 P.M.
EST.

M

A New Member
Benefit: Seasonality
Success
atch
your
e-mailboxes
for a new
PCPS member
benefit to be
month: Seasonality Success, a
quarterly electronic newsletter
designed to help practitioners
achieve winning busy seasons.
Most firms earn the bulk of

W

their revenue early in the year,
which means peak season is a
great business opportunity. To
help firms make the most of it,
the articles in Seasonality Success
will offer practical ideas in four
key practice management areas:
Positioning, Client Strategies,
People, and Systems and
Processes. Every article will
share hands-on solutions from
other successful practitioners
member
and provide an Action Agenda
that CPAs can use to implement
change in their own practices.
Keep an eye out for this great
new benefit!

Firm Size Network
Group Dates/
Locations Set

San Diego on November 2 and
3. For new members, there is a
meeting in San Diego on
October 30 and 31. The
Medium Firm Network Group,
for firms with 10 to 24 CPAs,
will meet in Charleston, South
Carolina, on November 9 and
10, while the Large Firm
Network Group, for firms with
25 to 49 CPAs, will convene in
New York on October 30 and
31. To see past agendas and
information about member
firms, go to http://pcps.aicpa.
org/Community/Firm+Size+
Network+Groups.htm.

MAP Survey Results

Arrive This Month

y mid-October, PCPS
eeting dates and
members will receive
locations
have
their free reports
been set for the
on the results of the
fall series of PCPS
2006 PCPS/TSCPA National
Firm Size Network Groups, so
Management
of an Accounting
take the chance now to get
Practice
(MAP)
Survey. Local
involved in these valuable gath
and
regional
CPA
firms can
erings. They offer great oppor
use
the
survey
’
s
comprehensive
tunities for practitioners to dis
cuss the goals, challenges, and benchmarking information on
management policies and finan
on concerns
Purpose that are unique to
firms similar in size. Groups, cial results in similar practices
organized by firm size, meet to understand how they com
twice a year. Each group sets its pare with other firms and what
own agenda and chooses its own changes may be called for in
their own approaches. The
meeting locations.
here are two Small results include detailed size
Firm Network Groups specific and practice-specific
(for sole practitioners information, as well as ques
to firms with nine tions tailored to sole practi
tioners.When it arrives, don’t
CPAs). This year, existing
members of the Small Firm overlook this valuable benefit
Network Group will meet in and the great insights it offers.

M

B

T

Membership in PCPS is more valuable than ever. Join now for $35
per CPA, up to a maximum of $700, by visiting
pcps.aicpa.org/Memberships/Join+PCPS.htm or by going to
www.aicpa.org/pcps and clicking the “Join PCPS” button on the
home page. If you are already a member but haven't activated
your access
launched
this to the online Firm Practice Center or haven't shared
your unique activation link (sent to you this past summer) with
others in your firm, now is the time to do so. Contact the AICPA
Service Center at 1-888-777-7077, Option 3, or at
service@aicpa.org for assistance or for more information.
continued on next page
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A Reader Responds
With reference to the lead article in the July/August 2006
issue, “Getting on a Bank’s ‘A’ List of Accountants,”
I was shocked to read that CPA firms “prepare” financial
statements.

Letters to the Editor
The Practicing CPA encourages readers to write let
ters on practice management and on published arti
cles. Please remember to include your name and

telephone and fax numbers. Send your letters by
e-mail to pcpa@aicpa.org.

I understand that the author is misinformed as is the general
public. I would have expected you to insert a sidebar to
clarify that CPA firms audit or review the company’s financial
statements but do not prepare them.

A Business Research Tool
http://faq-libraries.mit.edu/recordList?library=mit_business

The CPA firm will not be independent if they prepare the
financial statements.

&institution+mit

Sincerely,

(for example, economic indicators) and you'll get a list of

From MIT libraries, a business research tool. Choose a topic
commonly asked questions. Each question will be linked to

Bolyle J. Henderson, Jr. CPA
Daneen Henderson & Company
Alexandria, Louisiana

resources (print, Web-based, and licensed databases) that will

answer the question.
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